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Research Update:

Core Entities Of German Insurance Group W&W
Affirmed At 'A-'; Outlook Stable

Overview

e W continue to view nultiline insurance group W&W s busi ness risk profile
as resilient to ongoing difficult operating conditions, thanks to the
strong perfornmance of property/ casualty insurance.

e Qur view of W&W's consol i dated capital and earnings position is
unchanged, as a conservative investment strategy has offset restructuring
costs in the insurance and banking segnents.

W are affirming our '"A-' ratings on the group's core operating entities
and our 'BBB+/ A-2' ratings on Wiestenrot & Wierttenbergi sche AG the
hol di ng conpany.

e The stable outl ook reflects our assunption that W&W's i nsurance and
banki ng operations will be able to at |east naintain the sane revenue
base as in 2016 and stable profitability netrics.

Rating Action

On July 26, 2017, S&P d obal Ratings:

o Affirmed its "A-' long-termcounterparty credit and i nsurer financial
strength ratings on WeW group's core entities, Werttenbergi sche
Lebensversi cherung AG and Wierttenbergi sche Versi cherung AG The outl ook
on all entities is stable.

e Affirnmed its 'BBB+ long-termand counterparty credit and insurer
financial strength ratings, as well as its 'A-2' short-termcounterparty
credit rating on the group's holding conpany, Wiestenrot &
Wierttenbergi sche AG (W&W Hol di ng). The outl ook is stable.

o Affirmed its 'BBB+/ A-2' long- and short-termcounterparty credit ratings
on Cernmany-based Wiest enrot Bank AG Pfandbri ef bank (VBP). W subsequently
wi t hdrew our ratings on WBP at the bank's request. The outl ook was stable
at the tine of w thdrawal.

* Raised its short-termcounterparty credit rating on Westenrot
Bauspar kasse AG (BSW by one notch to "A-1'" from'A-2', and renoved it
from"under criteria observation" (UCO, where it was placed on April 7,
2017 (see "Short-Term Ratings On 55 Entities Under Criteria Qbservation
On Publication O Revised Criteria," published on RatingsDirect). W
affirmed our 'A-' long-termrating on BSW The outlook is stable.

Rationale

The affirmation on the long-termratings reflects our view that WeW group will
be able to maintain its capital and earnings position at levels in line with
prior years, thanks to a conservative investnent strategy and sound retained
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earnings. We forecast the consolidated i nsurance capital adequacy under our
nodel will remains close to but below the "A |evel, which we assess as
noderately strong.

W& expect WW s conpetitive position to remain resilient in an ongoing
difficult operating environment, thanks to strong performance of its property/
casual ty insurance business and the benefits of having a diversified
bancassurance nodel in Gernany with a dual brand strategy.

Qur view of WGW's strong enterprise risk managenent capabilities uplift our
assessnment of the stand-al one creditworthiness of the insurance operations.
However, our 'A-' rating on the insurance group also incorporates in
particul ar our weaker assessnent of the creditworthiness of the banking
subgroup at ' bbb+'.

The affirnmati on of the counterparty credit rating on WBP reflects our view
that the bank will remain highly strategic to its parent WeW Hol di ng. W
subsequently withdrew our ratings on WBP at the bank's request. The stable
outl ook at the tine of withdrawal reflected our view that WBP will renmain an
integral part of WaWgroup's digitalization strategy, and we expect that WBP
will further increase its focus on digitalization initiatives, which nm ght
also result in cooperation with other nmarket participants.

The rating actions on BSWfollows the conpletion of our criteria review and
reflects that, under our updated nethodol ogy, our short-termratings on core
menbers of groups take into account the group's liquidity assessnents. In
cases where we believe the parent's liquidity is exceptional and woul d be
avail able to the subsidiary in case of distress, we now assign a higher
short-termrating of '"A-1" to the subsidiary to reflect this strength, if the
long-termrating on the subsidiary is 'A+ . This rating action stens solely
fromthe application of our revised nmethodol ogy for linking |long-term and
short-termratings, and does not reflect any other change in our assessnent of
the credit ratings.

We regard the liquidity of WeW group and W&W Hol di ng as exceptional, owing to
the strength of available liquidity sources, prenmiumincome, and its asset
portfolio. There are no refinancing concerns at this stage, and we believe the
group i s capable of nanagi ng unexpectedly large clains for both banki ng and

i nsurance subsidiari es.

Outlook
The stable outl ook reflects our assunption that W&W group's insurance and
banki ng operations will be able to at |east maintain the sane revenue base as

in 2016 and stable profitability netrics.
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Downside scenario

We night |ower the ratings over the next two years if, contrary to our

expect ati ons, W&W group was unabl e over a prol onged period to:

e Further inprove cost-structures and efficiency neasures on its banking
operations in order to offset negative effects on profitability fromthe
lowinterest-rate environnment, nainly on its building savings and
residential real estate |ending franchise; or

 Maintain capital adequacy close to but below the "A level on a
consol i dated basis. Deterioration could result froma stronger decline in
earnings than we currently expect, for exanple, as a consequence of
prevailing lowinterest rates, or due to an increase in capital
requi renents for market risks.

Upside scenario

We consider a positive rating action a renpte possibility during the next two
years, given the ongoing pressure of capital and earnings fromthe |lowyield
environnent, both in the life insurance and the buil ding society banking

busi ness.

Related Criteria

e Criteria - Financial Institutions - General: Risk-Adjusted Capital
Franmewor k Met hodol ogy, July 20, 2017

e CGeneral Criteria: Methodol ogy For Linking Long-Term And Short-Term Rati ngs
, April 7, 2017

e Criteria - Financial Institutions - Banks: Bank Rating Methodol ogy And
Assunptions: Additional Loss-Absorbing Capacity, April 27, 2015

e Criteria - Financial Institutions - Banks: Bank Hybrid Capital And
Nondef errabl e Subordi nated Debt Methodol ogy And Assunptions, Jan. 29,
2015

* Criteria - Insurance - Property/Casualty: Assessing Property/Casualty
I nsurers' Loss Reserves, Nov. 26, 2013

* CGeneral Criteria: Goup Rating Methodol ogy, Nov. 19, 2013

e Criteria - Financial Institutions - Banks: Quantitative Metrics For
Rati ng Banks d obal ly: Methodol ogy And Assunptions, July 17, 2013

e Criteria - Insurance - General: Insurers: Rating Methodol ogy, May 7, 2013

e« Criteria - Insurance - General: Enterprise R sk Managenent, May 7, 2013

 CGeneral Criteria: Methodol ogy: Managenment And Covernance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

» CGeneral Criteria: Criteria Carification On Hybrid Capital Step-Ups, Call
Options, And Repl acenent Provisions, Cct. 22, 2012

e Criteria - Financial Institutions - Banks: Revised Market Ri sk Charges
For Banks In Qur Risk-Adjusted Capital Framework, June 22, 2012

e Criteria - Financial Institutions - Banks: Banks: Rating Methodol ogy And
Assunptions, Nov. 9, 2011

e Criteria - Financial Institutions - Banks: Banking Industry Country Ri sk
Assessnent Met hodol ogy And Assunptions, Nov. 9, 2011

e Criteria - Financial Institutions - Banks: Bank Capital Methodol ogy And
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Assunptions, Dec. 6, 2010
e Criteria - Insurance - General:
Anal yzing I nsurer Capital Adequacy Usi

Refi ned Met hodol ogy And Assunptions For

ng The Ri sk-Based | nsurance Capital

Mbdel , June 7, 2010

e Criteria - Financial Institutions - General: Methodol ogy: Hybrid Capital
| ssue Features: Update On Dividend Stoppers, Look-Backs, And Pushers,
Feb. 10, 2010

e Criteria - Financial Institutions - Banks: Assunptions: Carification O
The Equity Content Categories Used For Bank And | nsurance Hybrid
Instruments Wth Restricted Ability To Defer Payments, Feb. 9, 2010

* Ceneral Criteria: Use O CreditWatch And CQutl ooks,
e Criteria - Insurance - General: Hybrid Capital
Edition, Sept. 15, 2008

Ratings List

Rati ngs Affirned

Wiest enrot & Wierttenbergi sche AG
Counterparty Credit Rating
Fi nancial Strength Rating

Wiertt enmber gi sche Lebensversi cherung AG

Counterparty Credit Rating
Fi nanci al Strength Rating
Subor di nat ed

Juni or Subordi nat ed

Wierttenmbergi sche Versi cherung AG
Counterparty Credit Rating
Financial Strength Rating
Subor di nat ed

Bank AG Pf andbri ef bank
Rat i ngs

Wiest enr ot

Counterparty Credit
Ratings Affirnmed; Upgraded
Wiest enr ot Bauspar kasse AG

Counterparty Credit Ratings

Rati ngs Subsequently Wt hdrawn
Wiest enr ot Bank AG Pf andbri ef bank
Counterparty Credit Ratings

Additional Contact:

Sept. 14, 2009
Handbook: Septenmber 2008

BBB+/ St abl e/ A- 2
BBB+/ St abl e/ - -

A-/ St abl e/ --
A-/ Stabl e/ --
BBB
BBB

A-/ St abl e/ - -
A-/ St abl e/ - -
BBB

BBB+/ St abl e/ A- 2

To From

A-/ Stabl e/ A-1 A-/ St abl e/ A-2

NR/ - -/ NR BBB+/ St abl e/ A-2
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Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors. com for further

i nformati on. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. gl obal creditportal.comand at spcapitaliqg.com All
ratings affected by this rating action can be found on the S& d obal Ratings'
public website at ww. st andar dandpoors.com Use the Ratings search box | ocated
in the left colum. Alternatively, call one of the follow ng S& G obal

Rati ngs nunbers: Cient Support Europe (44) 20-7176-7176; London Press Ofice
(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;

St ockhol m (46) 8-440-5914; or Mscow 7 (495) 783-4009.
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